AGENDA
EXECUTIVE FINANCE COMMITTEE
June 25,2009 at 1:30 P.M. '
Location: Treasury Conference Room, KC Admin. Bldg., Room 610 (6™ Floor)

Committee Members: Councilmember Larry Gossett, Chair; Bob Cowan, Director OMB; Ken Guy, Director FBOD;
Jim Buck, County Administrative Officer

Staff: Scott Matheson, Interim Treasury Operations Manager; Mike Smith, Investment Officer;
Dave Turley, Financial Accounting Supervisor

AGENDA ITEMS
1. Action: Approval‘of Minutes of the May 28, 2009 Executive Finance Committee meeting. (page 2)

2. Briefing: Update on the status of Victoria Finance commercial paper (page 3)
Ken Guy, Finance Director

3. Briefing: Update on the status of investment pool infrastructure improvements.
Ken Guy, Finance Director

4. Briefing: Update on the variable rate history for the 2009 King County Multi-Modal LTGO Bonds (page 4).
Ken Guy, Finance Director '

5. Briefing: May 2009 Investment Summary

' Investment Purchase Summary (pages 5-6)

King County Investment Pool Summary (page 7)

Issuer Diversification and Credit Exposure Report (page 8)

Investment Performance Review & Impaired Pool Summary (pages 9-15)
Interest Rate Summary (page 16)

Mike Smith, Investment Officer

6. Action: Committee’s direction for investment of idle cash balances of specific County funds not needed for immediate expenditure.

Staff Recommendation:  Direct the Treasury to maintain the maximum average duration of the core portfolio at the 1.25 to 1.8

year range (no change from last meeting) and the maximum average maturity for the liquidity portfolio at 30 to 120 days (no
change from last meeting).
Mike Smith, Investment Officer

Briefing: Interfund Borrowing for May 2009

e  Automated Lending & Borrowing. County Tier 2 Funds — Interest on Interfund Loans (page 17)
e Pooled Tier 1 County Funds with Negative Cash Balances (pages 18) '

e  Excluded County Funds with Negative Balances - Tier 2 Funds Not Paymg Interest (page 19)
Dave Turley, Financial Accounting Supervisor

=~

e Interfund Loans Among Non-County Funds (pages 20-21)
e Interfund Borrowings from Surplus King County Cash (KC Code 4.24) — EFC Approved Loans (page 22) .
Mike Smith, Investment Officer

8. _Executive Session: (Pending)
OTHER BUSINESS
ADJOURNMENT
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MINUTES
EXECUTIVE FINANCE COMMITTEE

. May 28, 2009

The Executive Finance Committee (EFC) Meeting was held May 28,2009 at 1:30 p.m.

Members Present Others Present Others Present (Continued) Members Absent

Ken Guy ?mil{Tsm h Caroline McShane Bob Cowan

Jim Buck Pat zrnnic er Scott Matheson

Larry Gossett Dete T ¢ 10 ny Mike Smith

Hall Walker (For Bob Cowan) 5 ave ;;fiy Thomas Broetje, KCFD 16

ook ratani David Lawson, South KC Fire
im Arafani Margaret Raihl, HMC -

ACTION ITEMS -

1. Minutes — The Committee approved the Minutes of the ‘April 23, 2009 EFC meeting.

5. Investment Direction — The Committee unanimously approved the Treasury recommendation to maintain the maximum average
duration of the core portfolio at the 1.25 to 1.8 year range and maintain the maximum average maturity for the liquidity portfolio at
30 to 120 days. :

BRIEFINGS

1. Update on Victoria’s Status — The Committee was provided a handout that reflected the recovery payment that is expected on June
1%, With the receipt of the June 1%cash payment the total recovery to date on Victoria will reach approximately 23% of the initial
investment. The Committee was also informed that the trustee for Victoria believes the formal restructuring will now mostly likely
occur in the 3™ or 4% quarter of 2009. Finally, dealer prices are still at such low levels that continuing to receive monthly recovery
payments remains the most attractive option at this time.

2. Update on Investment Pool Infrastructure Projects — The Committee was provided a handout showing the responses to the
recommendations of the Investment Pool Advisory Panel: 15 items are fully completed, 3 partially competed, and 3 are pending. The
Committee was also informed about the status of several items related to investment pool infrastructure improvements: the Request
for Proposal (RFP) process has been completed for the pool’s financial advisor and negotiations are underway with the finalist,
responses to the investment analytics and accounting system RFPs were due today, the RFPs for banking and safekeeping services
have been issued, the Investment Pool Advisory Committee (IPAC) will hold its first meeting on June 1" and one of their first tasks
will be to review the draft of the new investment policy, and finally the process of hiring a new credit position has been temporarily
placed on hold while the impact of new legislation was being assessed

3. Multi-Modal Variable rate LTGO Bonds — The Committee was informed that the variable rate bonds were still meeting goals and
expectations.

5. Investment Review for April 2009 — The Committee was provided a review of investment performance, activity, and the distribution
of investment holdings by maturity, security type, credit rating, and issuer. Analysis of actual versus budgeted amounts for pool
earnings and fees were reviewed. The Committee was also briefed on the current interest rate and economic environment.

6. Interfund Borrowing — The Committee was provided a review of interfund borrowings during April 2009. The Committee was
informed that the Water Quality Operations Summary Fund (4610) should not be appearing on the ARM650-4 report and that this
situation will be corrected. '

OTHER BUSINESS

None

EXECUTIVE SESSION

The meeting was recessed into Executive Session at 1:36 pm to discuss with legal counsel litigation or potential litigation to which the
County is or is likely to become a party when public knowledge regarding the discussion is likely to result in an adverse legal or financial
consequence to the County. The meeting reconvened at 1:48 pm.

Y e

Scott Matheson, Interim Treasury Manager

[~
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Victoria Recovery Status through June 1, 2009

Orignial Cost _ $ 51,937,148.61
Orignial Par - $ 53,300,000.00
Less Accrued not distributed ~ $  420,537.00
Adjusted Par $ 52,879,463.00
Recovered to date* | © $12,015,254.23 22.7%
Par Amount Outstanding $ 40,864,208.77 '
Original Cost Outstanding $ 39,921,894.38
*Receipts: :
12/22/2008 $ 7,990,692.29
1/6/2009 $ 435,066.58
2/3/2009 $ 454,283.36
3/3/2009 $ 36941926
3/18/2009 $ 339,627.49
4/2/2009 $ 865,332.96
5/1/2009 $ 1,084,978.37
6/1/2009 $  475,853.92
Total $ 12,015,254.23
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Report to the Executive Finance Committee
Variable Rate History for the 2009 King County Multi-Modal LTGO Bonds
May 2009 :

King County Multi-Modal LTGO 2009 vs. SIFMA

/\ . §~-
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—— King County Rate
= = SIFMA Rate

3/4/2009
3/11/2009
3/18/2009 7
3/25/2009
4/1/2009 1
4/8/2009 1
4/15/2009 7
4/22/2009
4/29/2009
5/6/2009
5/13/2009
5/20/2009
5/27/2009 -

o
=
&
S~
&
N

ag!
Plus: Estimated ongoing costs® 0.60%
g

(1) Includes remarketing, liquidity and rating fees.
(2) 70% of the forward rate for 3-month treasury as of May 29, 2009.

Prepared by Seattle-Northwest Securities Corp.
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INVESTMENT PURCHASES SUMMARY

MAY 2009
OVERNIGHT REPOS
TOTAL AMOUNT AVG AVG
DEALER BUYS OF REPOS DAYS YIELD
CREDIT SUISSE 19 $5.428,000,000 1.56 0.21%
UBS FINANCIAL ] 75,000,000 3.00 0.16%
TOTAL 20 $5,503,000,000 1.58 0.21%
TERM REPOS |
TOTAL AMOUNT AVG AVG
DEALER BUYS OF REPOS DAYS YIELD
CREDIT SUISSE 4 $ 345,000,000 4.48 0.22%
GOLDMAN SACHS 1 50,000,000 6.00 0.20
TOTAL 5 $ 395,000,000 4.58 021%
AGENCY DISCOUNT NOTES
TOTAL FACE AVG AVG
DEALER BUYS AMOUNT TOTALCOST - DAYS YIELD
GOLDMAN SACHS 1 $ 25000000 $ 24997333 = 24.00 0.16%
UBS FINANCIAL 2 75,000,000 74,992,410 2300 0.16
TOTAL 3 $100,000,000 $99.989,743 2325 0.16%
AGENCY COUPONS
TOTAL FACE AVG  AVG
DEALER BUYS AMOUNT TOTALCOST  DAYS  YIELD
UBS FINANCIAL 1 $ 25,000,000 $24,978,000 118.00 1.90%
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INVESTMENT PURCHASES SUMMARY
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 MAY 2009
TREASURY NOTES

TOTAL FACE AVG  AVG
DEALER BUYS  AMOUNT  TOTALCOST DAYS YIELD
CREDIT SUISSE 1 $50,000,000 $49,892323 72200 0.99%

TREASURY BILLS
| TOTAL FACE AVG  AVG
DEALER BUYS  AMOUNT  TOTALCOST DAYS YIELD
CANTOR FITZGERALD 1 $28,000,000 $27,885315 35000 0.43%
CERTIFICATES OF DEPOSIT
TOTAL AMOUNT AVG AVG

DEALER BUYS OF CDs DAYS YIELD
KEY BANK 2 $ 97,573 95.92 0.06%



KING COUNTY INVESTMENT POOL SUMMARY

DATE: 06/22/2009
~ Amount
Maturity Range invested
1-29 Days 882,096,842
30 - 59 Days 223,059,450
60 - 89 Days 25,000,000
90 - 119 Days 224,578,660
120 - 149 Days 99,840,750
150 - 179 Days 183,301,221
180 - 364 Days 931,980,362
1-2Years 997,832,579
'2-3Years 389,934,291
' 3-4Years : 200,000,000
4-5Years 0
5+ Years 60,922,884
TOTAL 4,218,547,039
Security Type
Repurchase Agreements
Certificates of Deposit

State Investment Pool
Commercial Paper
. Bankers' Acceptances
Treasuries

Agencies

Mortgage Backed Securities
“Municipals

TOTAL

Average Yield = v
Average Days to Maturity =

Percent of
Portfolio

20.9%
5.3%
0.6%
5.3%
2.4%
4.3%

22.1%

23.7%
9.2%
4.7%
0.0%
1.4%

100.0%

Amount
Invested

48,000,000
603,362,640
490,241,549

0
0
- 727,003,106
2,274,016,859
60,922,884
15,000,000

4,218,547,039

1.70%
438.36
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Cumulative
Percentage

26.2%
26.8%
32.1%
34.5%
38.8%
60.9%
84.6%
93.8%
98.6%
98.6%
100.0%

Percent Of
Portfolio

1.1%
14.3%
11.6%
0.0%
0.0%
17.2%
53.9%
1.4%
0.4%

100.0%

Average
Yield

0.89%
2.02%
0.73%
0.75%
0.32%
1.56%
1.51%
1.91%
2.10%
5.21%

N/A
4.51%

Limits

40%
20%

~ 100%
25%
40%
100%

- 75%.
25%
20%



KING COUNTY INVESTMENT POOL
ISSUER DIVERSIFICATION AND CREDIT EXPOSURE

5/31/09 - .
Credit Agency Ratings (1) Bank Ratings (2}
Safe & Sound
CDs --7.5% PER ISSUER. IDC RATING: 3 OR BETTER Book Value % of Portfolio S&P Moody's  Fitch IDC Star Rating
Key Bank (100% FDIC-Insured, Overnight deposits) 317,362,640.22 6.8%. A-1 (NW) P-1(NO) F1(NW) 3 **
U.S. Bank' 207,000,000.00 4.4% A1+  P-1(NO) Fi+ 1 e
Bank of America 200,000,000.00 4.3% A1 P-1 Fi+ 2 el
REPURCHASE AGREEMENTS -- 10% PER ISSUER .
Credie Suisse USA 234,000,000.00 5.0% A-1 P-1 (NO) Fi+
UBS Financial Services, Inc 75,000,000.00 1.6% A-1 P-1 F1+
INVESTMENT POOLS -- 100% PER ISSUER
Washington State Treasurer's LGIP 489,959,781.95 10.5%
U.S. GOVERNMENT (Full Faith & Credit) -- 100% PER ISSUER .
U.S. Treasury Obligations 701,819,911.54 15.0% AAA Aaa AAA
MUNICIPAL OBLIGATIONS (Taxable) -- 5% PER ISSUER. CREDIT RATING OF AT LEAST "A"
City of Phoenix, AZ 15,000,000.00 0.3% AAA Aat
FEDERAL AGENCY OBLIGATIONS (GSEs) -- 50% PER ISSUER
Federal Home Loan Bank (FHLB) 774,644,003.25 16.6% AAA Aaa AAA
Federal National Mortgage Association (FNMA) 701,442,571.81 15.0% AAA Aaa AAA
Federal Home Loan Mortgage Corporation (FHLMC) 612,576,811.73 13.1% AAA Aaa AAA
Federal Farm Credit Bank (FFCB) 346,471,233.57 7.4% AAA Aaa AAA
4,675,276,954.07 100.0%
Overview of Rating Agency Credit Scores
(1) The table in the lower-right comer gives the range of Short-term | N —Cong-rerm
investment grade credit ratings. ’ Grade Grade
(2) IDC Bank ratings are provided by iDC Financial Publishing: H|gr{est Lowest Highest Lowest
; =Euperi:>r, S2=fEx&<;oasllent,d 33=tAveRra?e, :?=Be;)lokav<t->_rage, ) » saP A1+ A-3 AAA BBB-
= .owest. Safe oun ar Rating is a bank rating service . N

provided by Bankrate.com: =***=Superior, ***=Sound, Moody's p-1 p3 Aaa Baa3
=+=Performing, **=Below Average, *=Weak. Fitch P+ F3 AAA BEB-

Note:(NW) equals negative credit watch, (NO) equals negative outlook & (PO) equals positive outiook.
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KING COUNTY INVESTMENT POOL

EARNINGS DISTRIBUTION RATE

6.00%

} 3.00
5.00% | )50
£4.00% 1=
wd. b + o c
: 3.18% 303% 291% 280% 295% 288% 5719 oe7Y% 129 ¢
£8.00% 1 SR 2B 5 46%  2.51% 9 ¢
= 2.29% l1s0 &
‘= 2.03% . YA
gz.oo% 1 162% | 1.00
1.00% 1 p=— e e A & A N b & . A1 0.50
ol * = . 0.64 0.69 0.66
049 053 050 050 052 4 053 061
0.00% : : ; 044 : ; ; 047 . 0.48 . + ' . + 0.00

May-08 Jun-08 Jul-08 Aug-08~  Sep-08 Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09

[—S—MONTH AVERAGE (1) —&—DURATION

(1) Not adjusted yet for realized losses on commercial paper investments.

AVERAGE BALANCE
6,000
5,000 4,699 4716 ;8‘49
o] 4212 LA
3,999 | 4,064 | 3995 | 4,081 4,016 3,961
4000 B B Nt . ) N 3717 | aaoz | anen |
: > M S A S5
g hd ——
= 3,000
=
s . 1,974
2,000 1 641 /-__
1421 | 1,088 | 1,075 | 1024 | opo | ggo | 980 | 981 | 1027 | 1132 1245 |_m—]
1,000 +—E—r—l=—t—il— .——=._—'_;.‘-._—_-—=-.—'—.—‘-"—‘.'e

May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09

—— AVERAGE CORE MAX. CORE(PER K.C. POLICY) —o— AVERAGE TOTAL RESIDUAH
CX FUND YTD INTEREST EARNINGS
May 31, 2009
BUDGET (1) ACTUAL DIFFERENCE
YTD AVG BALANCE (miilions) $150 $162 $12.2 '
YTD YIELD 2.43% ' 1.92% v -0.51%
INTEREST DISTRIBUTION ($) $1,511,588 $1,288,684 ($222,903)
AUTOMATIC INTEREST %) $0 - $8.027 $8,027
TOTAL INTEREST (%) $1.511,588 _ $1.296.711 ($214.877)
YTD POOL FEE REVENUE
BUDGET ACTUAL DIFFERENCE
POOL FEE DUE TO CX $1,958,333 $1,856,700 ($101,633)
POOL FEE DUE TO FBOD $32,500 : $35.704 $3.204
TOTAL YTD POOL FEES 1,990,833 1,892,404 ($98.429) .

YTD TOTAL POOL
DISTRIBUTION $34,932,680

(1) Average budgeted yield for the entire year is 2.4% (simple average).
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LIQUIDITY POOL
COMPARATIVE EARNINGS RATES

" 6.00%

5.00%

4.00%

3.00% [

2.00% f

.98%
1%

1.00% |

0.00% . : - ; : - ;
May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09

—i—KC LIQ. POOL (1) — -+ — STATE POOL
—-&—MONEY FUND

(1) Not adjusted yet for realized losses on commercial paper investments.

COMPARISON OF AVERAGE DAYS TO MATURITY

120

100 |

80

60 |

4w |

20 F

May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-08 May-09

——KC LIQ. POOL — -¢ — STATE POOL —&—MONEY FUND

Sources: Money fund data: IBC/Donoghué Money Fund Report Averages seven day money market fund indexes. - "Public Investor”.
State Pool data:  Monthly State of Washington Local Government Investment Pool report.
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CORE POOL

COMPARATIVE MONTHLY MARKET YIELD RETURNS

6.00%

5.00% |

- 4.00% F

3.13% 3.17%
° 3.03% 2.96% ’ 2.88%

3.00%

2.00% | : 2.369 :
) 1.53% 1.29% 1.40% 1.43%

1.00%

0.00% 4 4 . . . 4 4 s L 4 L 4
May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09

|+KC CORE POOL —&— MERRILL LYNCH 1-4.99

Core portfolio rate is reported as market yield, not accrual basis, and therefore the liquidity rate and core rate may not equal pool distribution rate.

COMPARISON OF AVERAGE DURATION

5.00
450 |
4.00°
3.50

3.00 ¢

bs0 L2335 231 230 236 237 238 241 242 B,

2.00 b

1.50 F
| 139 137 137 133 130

1.00 117 1.29 116 118 1.29 1.27 1.30 1.27

1.09

0.50 |

0.00 L + L — L —t L 4 L L L t
May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09

—f— KC CORE POOL —&— MERRILL LYNCH 1-4.99
Source: Merrill Lynch index: Bloomberg Financial Markets
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MORTGAGE-BACKED POOL

COMPARATIVE MONTHLY MARKET YIELD RETURNS

6.00% [ | 5.55%
: 0,
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GAIN / LOSS SUMMARY

RESIDUAL FUND: TOTAL REALIZED GAIN OR LOSS (1)

650

450

250

50 r

-18.8 -214 -17.7 -186 -21.1 -267 -30.2 -28.9

-257 -20.7

-31.9 -29.0 -25.9

- ¢ Thousand

(150) |

(350)

(550)

(750)
May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09

NET UNREALIZED GAIN OR LOSS (CORE PORTFOLIO ONLY)

60
50 |
40 *
30 r
20

10

$ million

-40
May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08 Jan-09 Feb-09 Mar-09 Apr-09 May-09 -

(1) Excludes losses from impaired CP
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INTEREST RATE SUMMARY

—
8.00% Tl Fed Treaury Yield Curve
5.50% Funds
5.00% +
A
4.50% /
4.00% +
 3.50% 1
| 3.00% |
2.50% | A/
A/
2.00% + A A/
1.50% May 09 - KING ..
COUNTY POOL -
1.00% +} 1.62%
0.50% +
o
0.00% '
& & & $* 8¢ &° & &
<2 < <7 = = = = =
@& N\ & (\/\ q:\/\ & \G\/\ < &
«@
——0—(06/22/09 — ©0— 05/26/09
—a—1 YEAR AGO O May 09 - KING COUNTY POOL 1.62%
06/22/09 05/26/09 1 YEAR AGO
Fed Fund Target 0.25% 0.25% -2.00%
3M T-Bill 0.19% 0.18% 1.86%
6M T-Bill 0.36% 0.30% 2.23%
1Y T-Note 0.48% 0.47% 2.49%
2Y T-Note 1.13% 0.92% 2.90%
5Y T-Note 2.70% 2.30% 3.60%
10Y T-Note. 3.69% 3.55% 4.17%|
30Y T-Note 4.44% 4.49% 4.73%
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